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Addressograph-Multigraph Corporation 

TO THE STOCKHOLDERS: 

Your Directors submit herewith statement of consolidated income and surplus 
accounts and consolidated balance sheet as of December 31, 1938, together with cer¬ 
tificate of Messrs. Price, Waterhouse & Co., independent auditors. 

INCOME ACCOUNT 

The net profit from operations for the year (including foreign subsidiaries) 
amounted to $906,692.98, after all deductions, including depreciation and leasehold 
amortization of operating plant and equipment ($305,613.19); engineering, labora¬ 
tory, development, patent and royalty expenses ($368,833.45) ; interest, amortiza¬ 
tion of discount and expenses on debentures ($103,251.63); dividends on pre¬ 
ferred stocks of subsidiary company ($2,135.84) ; and estimated income taxes 
($199,434.27). In addition there have been written off or added to reserves, net 
maintenance expenses and taxes of non-operating properties, $6,727.64; adjustment 
of foreign exchange, $90,943.46; and provision of $20,000.00 for contingencies. 

The profits of $906,692.98 for the year 1938, or $1.20 per share on 753,813 shares 
outstanding at December 31, 1938, compare with profits of $1,950,802.35, or $2.58 
per share on the same number of shares outstanding at December 31, 1937. 

SURPLUS ACCOUNTS 

Due to the retirement of the balance of the Serial Debentures in December, as 
hereinafter referred to, the unamortized discount and expenses, together with pre¬ 
mium thereon, amounting to $113,565.49, were charged to Earned Surplus. 

There were no changes in the Capital Surplus account during the year. 

BALANCE SHEET 

At December 31, 1938, current assets were $8,408,991.52 (including cash of 
$2,601,315.91), as compared with $8,356,129.81 (including cash of $1,819,230.14) 
at December 31, 1937, and current liabilities were $1,253,323.58, as compared with 
$1,513,995.84, reflecting an increase of $313,533.97 in net current assets after pay¬ 
ment of dividends during the year aggregating $1,055,338.20 ($1.40 per share), and 
after giving effect to the net proceeds of the new financing hereinafter referred to. 

Inventories at December 31, 1938, were carefully compiled and are conserva¬ 
tively stated, being priced at the lower of cost or market. In accordance with our 
regular practice, future commitments for the purchase of raw materials are made 
only to a limited extent and for current use, and the amount outstanding at any 
time is unimportant and has little or no effect on the corporation’s fiscal position. 

Due to the falling off in consolidated shipments in the amount of $2,373,802.00, or 
16.35%, as compared to 1937 (after allowing for exchange variations), there was 
a reduction in production and inventories amounting to $330,973.00. This resulted 
in a substantial increase ($197,809.00) in unabsorbed factory overhead expenses 
as compared to the previous year. However, in accordance with our usual account¬ 
ing practice, the entire amount ($302,146.00) was deducted from the year’s profits. 

On December 12, 1938, your Company placed privately with a large insurance 
company, an issue of $2,500,000.00 Fifteen-Year 3%% Sinking Fund Debentures 
at par and accrued interest due December 1, 1953. These debentures are dated 
December 1, 1938, and interest thereon is payable June 1 and December 1. The sale 
of these debentures provided funds for the retirement of the balance of the out¬ 
standing Serial Debentures amounting to $1,550,000.00 (with interest rates varying 
from 4%% to 5 */£%), together with premium and accrued interest thereon. These 
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Serial Debentures were due annually on April 1 at the rate of $150,000.00 in 1939, 
and $200,000.00 each year thereafter until 1945, when $400,000.00 was due. Under 
the new issue, sinking fund payments are to be made in annual installments of 
$150,000.00 on December 1 in each year, with a final installment of $400,000.00 on 
December 1, 1953; payments therefore will be $50,000.00 annually less, beginning 
in 1940. After deduction of expenses in connection with the new issue, there 
remained an amount of approximately $857,212.00 which was added to working 
capital and will be used for such extensions and additions to plant and equipment 
as may be required from time to time to meet the future needs of the business. 

During the latter part of the year, your Company purchased for cash the busi¬ 
ness, patents and good will of Pierre Glogaud of Paris, France, theretofore engaged 
in the manufacture of Addit-Adress and embossing machines, attachments and 
supplies. The patents outside of France were taken up on the books of the Corpora¬ 
tion and the remaining assets and liabilities were taken up on the books of our 
French subsidiary, Addressograph-Multigraph S.A. The entire transaction, in¬ 
cluding net assets and goodwill involved approximately $77,000.00. This acquisi¬ 
tion makes a valuable addition to the Addressograph-Multigraph line of products, 
particularly in respect of new applications pertaining to large businesses of all kinds 
and certain governmental uses. 

In connection with the above acquisition, we were fortunate in securing the 
services of Pierre Glogaud, inventor and founder of the Addit-Adress business, as 
Managing Director of our French Company and Consulting Engineer to our 
foreign companies. 

As mentioned in previous reports, negotiations were commenced in the latter 
part of 1935 for the acquisition of a well-established foreign office appliance busi¬ 
ness which would supplement our present foreign operations and provide additional 
manufacturing facilities. Negotiations have reached a further stage, in that con¬ 
trol has been placed in the hands of a trustee pending final settlement of certain 
points in joint conferences of the interested parties. Early in April, negotiations 
will be resumed, looking to a final settlement of the entire matter on a basis satis¬ 
factory to all parties concerned. Meantime, payments and advances heretofore made 
in this connection and amounting to $474,717.63 are temporarily carried under the 
caption of “Investments and Advances/* 

DOMESTIC AND FOREIGN SALES 

Due to the general business decline in the United States during the greater 
part of the past year, domestic shipments decreased 22.21% as compared to the year 
1937, practically all of which was caused by a decline in orders received for ma¬ 
chines. On the other hand, there was an estimated increase in replacement supplies 
of 16%. Foreign shipments increased 4^%, after allowing for the substantial 
variation in exchange rates during the year. 

The Corporation’s policy of constantly strengthening its sales organization 
was continued throughout the year. Sales schools for new men coming into the 
organization, postgraduate courses for other men, additions to the staff of special 
representatives to assist the sales organization in specific vocations, and sales in¬ 
structors to directly assist the salesmen in the field, looking to the improvement of 
sales methods and technique, were continued at an accelerated pace. Furthermore, 
through the extension of facilities and staff in the Methods and Sales Research De¬ 
partments, considerable progress was made in the further study and development 
of customer requirements for our products and in the extension of uses and applica¬ 
tions therefor. As a result of these studies and continued development of its sales 
organization, the Corporation is in a position to take full advantage of growing 
markets and the need of business for more modern, improved and efficient methods, 
systems and equipment. 

RESEARCH AND DEVELOPMENT 

An important factor contributing to the prominent position of your Company 
among office equipment manufacturers has been its policy of continuous research 
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and development. This program was accelerated during the year under review to 
enable your Corporation to as quickly as possible take full advantage of the broader 
markets and increased applications that the new engineering developments now 
under way and nearing completion will make possible. 

Outstanding among these engineering developments is a new Addressograph 
model, embodying unique principles of design and construction that will extend 
even further the many uses to which your Company's present products are put. This 
model, with its complete line of improved attachments, is now undergoing final test 
and will be released to the sales organization about the middle of 1939. 

There is also in an advanced stage of development, in anticipation of the future 
needs of customers and prospective users, another model incorporating features 
that will serve not only to augment the usefulness of our present line of machines, 
but create entirely new markets as well. 

The year under review likewise saw the completion and release of several new 
items in the Multigraph line, further extending the scope and usefulness of the 
Multilith process of duplicating, which since its release a few years ago has de¬ 
veloped into a large and important part of your Company's business. 

In addition to the specific developments mentioned above, the general program 
of constantly improving all standard products was diligently carried on. Your 
Corporation proposes to continue its policy with respect to research and develop¬ 
ment, as well as the policy of constantly strengthening its patent position which 
today is second to none in the industry. 

MANUFACTURING 

Progress continued in the improvement of manufacturing methods and facili¬ 
ties through the acquisition and introduction of improved automatic machines and 
other machine tools and equipment. This resulted in further improvement in the 
quality of our products and additional manufacturing economies. 

Notwithstanding the substantial drop in the volume of production, further cost 
reductions were effected due in part to standardization of parts and to simplifica¬ 
tion of design in new products, and also to the splendid cooperation extended by all 
members of the manufacturing division. 

EMPLOYEE RELATIONS 

The vacation plan instituted in 1936 was again in effect. Working conditions 
continued on a satisfactory plane and every effort was made to maintain production 
on a basis that would ensure employment and earnings on the highest possible level 
consistent with the volume of business obtainable. 


The Board of Directors desire to express their appreciation and thanks to all 
members of the organization for their continued loyalty and cooperation. 


March 23, 1939. 


On behalf of the Board, 

FRANK H. WOODS, Chairman, 
JOSEPH E. ROGERS, President. 
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Addressograph-Mul 

(A DELAWARE < 

and Subsidiai 

CONSOLIDATED BALANCE 


(See accompanying Notes to 


ASSETS 

Current Assets: (Note 1) 

Cash in banks and on hand_ 

Accounts and notes receivable (including 
approximately $82,000.00 maturing after 
December 31, 1030): 

Customers’ trade accounts and notes-$2,168,671.14 

Customers’ installment accounts- 562,281.28 

Miscellaneous _ 34,131.22 

$2,765,083.64 

Less —Reserves T _ 80,151.11 

Sales agents’ accounts for merchandise.- 

Inventories, certified by responsible officials as 
to quantities and saleable condition, priced 
at the lower of cost or market, less reserves 
Investments and Advances: 

Advances to sales agents and salesmen, other 

than accounts for merchandise_$ 471,704.89 

Less —Reserves_ 102,223.15 

Employees* accounts and loans (partly se¬ 
cured) _ 

Cash surrender value of life insurance policies 
Miscellaneous securities, at cost ($14,253.22 

pledged as security for a lease)_ 

Payments on account and expenses in connec¬ 
tion with the acquisition of capital stocks 
of foreign companies (entire acquisition not 

completed or determined) (Note 2)_$ 433,814.98 

Advances to such foreign companies- 40,902.65 

Non-operating properties largely reduced to 
approximate assessed values in 1933 by 
authority of the Board of Directors—less 

reserve _ 

Rental Machines, including parts_ 

Less —Reserves for depreciation and revalua¬ 
tion _ 

Fixed Assets: 

Land, buildings, machinery and equipment, at 

cost _ 

Less —Reserve for depreciation_ 

Leasehold improvements, less amortization_ 

Intangible Assets: 

Patents (not segregated in the accounts), trade 
marks, goodwill, etc., including $1,900,000.00 
(net) based on management’s valuation at 
June 30, 1927, and valuations assigned to 
acquisitions from predecessor companies for 

capital stock, etc_ 

Patents and other expenditures, less amortiza¬ 
tion _ 

Deferred Charges: 

Prepaid insurance, stationery, etc_ 

Debenture expenses, less amortization_ 


$2,601,315.91 


2,684,932.53 

401,554.29 


2,721,188.79 $ 8,408,991.52 


$ 369,481.74 


34,871.89 

123,704.27 


52,468.81 


474,717.63 


527,135.85 1,582,380.19 

$ 722,343.52 


432,292.04 290,051.48 


$5,694,587.79 

3,015,682.74 

$2,678,905.05 

114,737.05 2,793,642.10 


$2,362,440.12 

175,281.30 2,537,721.42 


$ 190,275.53 
35,905.22 


226,180.75 


$15,838,967.46 
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tigraph Corporation 

CORPORATION) 

ry Companies 

SHEET—DECEMBER 31, 1938 
Consolidated Balance Sheet) 


LIABILITIES 

Current Liabilities: (Note 1) 

Accounts payable_ 

Sales agents' and salesmen’s credit balances_ 

Supply contract obligations_ 

Accrued taxes, interest, payroll and other 

expenses _ 

Principal amount of '3%% debentures to be 

redeemed on December 1, 1939_ 

Provision for Federal and foreign income taxes 

Provision for Foreign Income Taxes Payable 

in 1940_ 

Deferred Income —Unearned interest on install¬ 
ment accounts, etc_ 

Reserves: 

For insurance of machines and fixtures in the 

field _ 

For contingencies_ 


FIFTEEN YEAR 3%% SINKING FUND DEBENTURES, 
due December 1, 1953, redeemable 

$150,000.00 per annum_ 

Less —Principal amount to be redeemed on 
December 1, 1939, included in current 
liabilities _ 

Minority Interest in Capital Stock of 
Addressograph - Multigraph S.A. — Paris 

(Note 3) _ 

(Non-cumulative dividends guaranteed by 
Addressograph-Multigraph Corp.) 

Capital Stock and Surplus: 

Capital Stock: 

Authorized—1,000,000 shares of $10 par 
value 

Issued—760,213 shares_ 

Less —In Treasury, 6,400 shares_ 


Surplus, per statement attached: 

Capital surplus_$ 569,378.88 

Earned surplus (Note 3)_ 3,719,476.59 


Contingent Liabilities : 

Installment accounts and notes discounted by 
foreign subsidiary companies_$ 31,619.94 


$ 249,025.03 
258,154.98 
79,443.12 

324,224.82 

150,000.00 

192,475.63 $ 1,253,323.58 


$ 87,592.82 

183,034.87 


66,441.38 

21,609.34 

270,627.69 


$2,500,000.00 

150,000.00 2,350,000.00 

49,980.00 


$7,602,130.00 

64,000.00 

$7,538,130.00 

4,288,855.47 11,826,985.47 


$15,838,967.46 
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Addressograph-Multigraph Corporation 
and Subsidiary Companies 

NOTES TO CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1938 

(1) The subsidiary companies whose accounts are included in the accompany¬ 
ing consolidated balance sheet and in the accompanying consolidated statements of 
profit and loss and surplus are domiciled in Canada, England, France and Germany. 

The foreign currency accounts of such subsidiary companies were converted to 
U. S. dollars as follows: 

Current assets, current liabilities, deferred charges, etc., of the Canadian, 
English and French Companies at rates current at December 31, 1938; similar 
accounts of the German company, subject to exchange restrictions, at the former 
par rate which was lower than the rate current at December 31, 1938. The accounts 
for rental machines, fixed and intangible assets and the relative reserves at the 
former par rates of exchange; except in the case of such assets acquired late in 
1938 by the French company in connection with the purchase of a business in France, 
for which the rate ruling at the date of purchase (being lower than old par) was 
used. 

The profit and loss accounts of the Canadian, English and French companies 
were converted at averages of the rates of exchange in effect during 1938 and, as 
in previous years, the profit and loss accounts of the German company were con¬ 
verted at the former par rate of exchange. The exchange adjustments resulting 
from the conversion of the assets and liabilities have been charged to profit and loss. 

The former par rates of exchange referred to in the foregoing are, 

£1 equals $4.8665, 1 French Franc equals $.0392, 1 Reichsmark equals $.2382, 
Canadian dollars being considered the equivalent of U. S. dollars. 

As a result of such conversion, the U. S. dollar equivalents of the net assets 
of the subsidiary companies at December 31 K 1938, on a consolidated basis (before 
deducting the minority interest of $49,980.00 in the French Company) were as 
follows: 


Current assets (after deducting esti¬ 
mated intercompany profit in in 

ventories _ 

Current liabilities_ 

Net current assets_ 

Investments and advances_ 

Rental machines, fixed and intangi¬ 
ble assets, less reserves_ 

Deferred charges- 

Less —other liabilities, deferred in¬ 
come, etc._ 


Canada 

England 

France 

Germany 
(subject to 
exchange 
restrictions) 

Together 

i- 

l- 

.$1,777,356.59 
- 211,858.84 

$340,735.60 

63,901.77 

$2,118,092.19 

275,760.61 

. 1,565,497.75 
72,848.79 

276,833.83 

5,586.84 

1,842,331.58 

78,435.63 

i- 

371,816.70 

26,547.45 

23,023.56 

4,282.82 

394,840.26 

30,830.27 

2,036,710.69 

309,727.05 

2,346,437.74 

i- 

73,163.18 

2,152.73 

75,315.91 

.$1,963,547.51 

$307,574.32 

$2,271,121.83 


(2) As at December 31, 1938, negotiations commenced in 1935 for the acquisi¬ 
tion of an interest in the capital stocks of certain foreign companies were still 
incomplete and, pending the approval of competent government authorities, the 
interest to be acquired in such companies and the value thereof cannot now be de¬ 
termined. The Company is obligated, upon approval of such acquisition, to make 
further payments which Company officials now estimate will not exceed the equiva¬ 
lent of $563,343.00 at the former par rate of exchange, which includes an amount 
representing undistributed profits since 1935. 

(3) The deficit of Addressograph-Multigraph S.A. Paris has been considered 
as applicable entirely to the investment of Addressograph-Multigraph Corporation. 

Consolidated earned surplus includes the undistributed surplus balances of 
the Canadian and English subsidiary companies, amounting to $819,334.13 since 
dates of acquisition. 
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Addressograph-Multigraph Corporation 
and Subsidiary Companies 

NOTES TO CONSOLIDATED BALANCE SHEET 
AS at DECEMBER 31, 1938—continued 

Under the terms of the Trust Indenture covering the Sinking Fund Deben¬ 
tures issued in December, 1938, dividends (except stock dividends) and the purchase 
or other retirement by the company of any class of its capital stock are limited to 
the sum of (a) consolidated net profits earned after December 31, 1937, without 
deduction for the amount of $113,565.49 charged to earned surplus in 1938 in re¬ 
spect of the unamortized discount and expenses and premium paid on the Serial 
Debentures retired in December, 1938, (b) $400,000.00 and, (c) the net cash pro¬ 
ceeds received after June 30,1938, for the issuance of any class of capital stock and, 
to the extent not included in consolidated net profits, the net cash proceeds received 
after June 30, 1938, from the sale of any class of capital stock. 


( 1 ) 


( 2 ) 


(3) 


(4) 


NOTES TO CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDING DECEMBER 31, 1938 

Sales of parts and supplies, etc., to sales agents are included in sales at full 
list prices. Pursuant to the Company’s policy, the difference or discount 
between full list prices and billing prices to sales agents has not been treated 
as a deduction from sales but is merged on the books with commissions on 
sales of machines. 

Current expenditures in respect of United States patents are not capitalized 
but are charged to profit and loss as incurred. No provision is being made for 
the amortization of patents (not segregated in the accounts) included in the 
amount of $2,362,440.12 shown on the accompanying consolidated balance 
sheet. Expenditures for foreign patents are being capitalized and amortized 
over the approximate lives thereof. 

Since the reduction in 1933 of the book values of non-operating properties 
to approximate assessed values, no provision has been made for depreciation 
of the larger part of such properties. 

Based on the method of conversion explained in Note 1 to the consolidated 
balance sheet, the net profit of the foreign subsidiary companies amounted to 
$140,413.78 which includes only a small amount for the German company. 
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Addressograph-Multigraph Corporation 
and Subsidiary Companies 

CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDING DECEMBER 31, 1938 
(See accompanying Notes to Consolidated Statement of Profit and Loss) 

Sales (less returns, allowances, and dis¬ 
counts, other than sales agents' dis¬ 
counts) (Note 1)_ $12,140,754.89 

Deduct : 

Cost of goods sold (excluding deprecia¬ 
tion) _$5,294,196.70 

Engineering, laboratory, development, 
patent and royalty expense (includ¬ 
ing amortization) (Note 2)_ 368,833.45 

Depreciation and leasehold amortiza¬ 
tion (Note 3)_ 305,613.19 $5,968,643.34 

Commissions and discounts to sales 

agents and branch expenses (Note 1) 2,860,989.47 8,829,632.81 

Profit on sales before deducting other 
selling, advertising, general and 

administrative expenses_ $ 3,311,122.08 

Deduct : 

Other selling, advertising, general and 

administrative expenses_ 2,058,828.05 

Operating Income_ $ 1,252,294.03 

Add: 

Interest and discount earned and other 

miscellaneous income_ 76,891.79 

$ 1,329,185.82 

Deduct : 

Maintenance and taxes on non-operat¬ 
ing properties, less rental income_ $ 6,727.64 

Provision for contingencies_ 20,000.00 

Dividends on capital stock of Addresso- 
graph-Multigraph S.A., Paris, held 

by minority interest_ 2,135.84 

Interest on debentures and amortiza¬ 
tion of debenture discount and ex¬ 
pense : 

Serial debentures (retired Decem¬ 
ber 15, 1938)_$ 98,121.30 

Sinking fund debentures (issued 

as of December 1, 1938)_ 5,130.33 $ 103,251.63 

Loss on foreign exchange (net)_ 90,943.46 223,058.57 

Profit before provision for Federal 

and foreign income taxes_ $ 1,106,127.25 

Deduct—P rovision for Federal and for¬ 
eign income taxes_ 199,434.27 

Balance of net profit to earned sur¬ 
plus (Note 4)_ $ 906,692.98 
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Addressograph-Multigraph Corporation 
and Subsidiary Companies 


K 


CONSOLIDATED STATEMENT OF SURPLUS 
FOR THE YEAR ENDING DECEMBER 31, 1938 

Earned Surplus 


Balance at December 31, 1937, per previous 
accounts _ 

Add: 

Profit for the year ending December 31, 

1938, per statement of profit and loss_ 

Deduct: 

Charges resulting from the retirement on 
December 15,1938, of $1,550,000.00 prin¬ 
cipal amount of Serial Debentures: 

Unamortized discount and expenses_$71,065.49 

Premium_ 42,500.00 $ 113,565.49 

Dividends declared and paid—$1.40 per 
share- 1,055,338.20 

Balance at December 31, 1938 (see Note 3 
to Consolidated Balance Sheet)_ 


Capital Surplus 


Balance at December 31, 1937, per previous 
accounts _ 

Balance at December 31, 1938_ 


$3,981,687.30 

906,692.98 

$4,888,380.28 

1,168,903.69 

$3,719,476.59 


$ 569,378.88 
$ 569,378.88 
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Price.Watehhouse Sc Co. 

UNION TRUST IIUILDING 

C LEVE I^AND 


To the Board of Directors, 

Addressograph-Multigraph Corporation: 

We have made an examination of the consolidated balance sheet of 
Addressograph-Multigraph Corporation and its Subsidiary Com¬ 
panies as at December 31, 1938, and of the consolidated statements 
of profit and loss and surplus for the year 1938. In connection there¬ 
with, we examined or tested accounting records of the companies and 
other supporting evidence and obtained information and explanations 
from officers and employees of the companies; we also made a general 
review of the accounting methods and of the operating and income 
accounts for the year, but we did not make a detailed audit of the 
transactions. 

We are unable to express an opinion as to the ultimate outcome of 
the negotiations for the acquisition of an interest in the capital stocks 
of certain foreign companies in respect of which payments and ad¬ 
vances aggregating $474,717.63 have been made, as per the consolidated 
balance sheet. Further comments on these negotiations are included in 
Note 2 to the consolidated balance sheet, and in the report of the Chair¬ 
man of the Board and the President, to the stockholders. 

In our opinion, based upon such examination and subject to the fore¬ 
going comment, the accompanying consolidated balance sheet and re¬ 
lated statements of profit and loss and surplus, together with the notes 
thereto, fairly present in accordance with accepted principles of ac¬ 
counting consistently maintained by the companies during the year 
under review, their position at December 31, 1938, and the results of 
their operations for the year. 


PRICE, WATERHOUSE & CO. 


March 23, 1939. 


































